We investigate the role of national cultural values in influencing the relationship between corporate social performance (CSP) and corporate financial performance (CFP). We focus on three Hofstede cultural value dimensions -individualism, long-term orientation, and indulgence. Individualism emphasizes a social framework in which individuals are expected to pursue their own interests, long-term orientation emphasizes attaching greater importance to the future than to the present, and indulgence concerns the extent to which members in society try to control their desires and impulses. We propose two competing hypotheses to explain the moderating effect of these three cultural value dimensions on the CSP-CFP relationship. Since firms with high (low) CSP tend to have low (high) levels of organizational legitimacy in high (low) individualistic, high (low) indulgent, and short-term (long-term) oriented countries, the cultural value conformity hypothesis suggests that the interactions between CSP and individualism/indulgence should have a negative effect on CFP while the interaction between CSP and long-term orientation should have a positive effect on CFP. In contrast, because high (low) CSP deviates from stakeholders' expectations and is more likely to draw attention in high (low) individualistic, high (low) indulgent, and short-term (long-term) oriented countries, the cultural value deviation hypothesis suggests that the interactions between CSP and individualism/indulgence should have a positive effect on CFP while the interaction between CSP and long-term orientation should have a negative effect on CFP.
I. INTRODUCTION
The relationship between corporate social performance (CSP) and corporate financial performance (CFP) has attracted great attention from scholars of different disciplines (Brammer and Millington 2008; Dowell, Hart and Yeung 2000; King and Lenox 2002; Margolis, Elfenbein and Walsh 2009; Margolis and Walsh 2003; Orlitzky, Schmidt and Rynes 2003) . To understand such a relationship becomes even more important as managers face increasing pressures from activist groups and the media to enhance CSP on the one hand and from investors to deliver desirable CFP on the other. Empirical studies have generated conflicting findings regarding the CSP-CFP relationship (Margolis et al. 2009; Orlitzky et al. 2003) . Such conflicting findings may be attributable to complicated relationships between CSP and CFP, but could also imply that the CSP-CFP relationship depends on different institutional and organizational contingencies.
This study examines the moderating effect of cultural values on the CSP-CFP relationship.
The overarching thesis of this study is that stakeholders' cultural values influence their social perceptions about CSP, which in turn affects the magnitude of the CSP-CFP relationship. We Specifically, we focus on three Hofstede cultural value dimensions 1 -individualism, longterm orientation, and indulgence. Individualism emphasizes a loosely knit social framework in which individuals are expected to pursue their own interests (the polar opposite is collectivism), long-term orientation emphasizes attaching great importance to the future (the opposite is shortterm orientation), and indulgence concerns the extent to which members in society try to control their desires and impulses (the opposite is restraint) (Hofstede, Hofstede and Minkov 2010) .
Individualism is chosen because this cultural dimension is closely related to the relationship between selves and others as well as society; those cultures emphasizing personal achievements and individual rights may place less emphasis on CSP. Long-term orientation is chosen because this cultural dimension relates to societies' time horizons; those cultures emphasizing short-term payoffs may be frustrated by investments in CSP which often require a long period of time to materialize. Finally, indulgence is chosen because this cultural dimension regards societies'
tendencies to allow gratification of human desires without attending much to the consequences of such gratification; those cultures which do not place much emphasis on controlling desires and impulses may be frustrated by CSP emphasis on conservation. In sum, these three cultural dimensions are chosen because they bear direct relationship with people's perceptions about corporate social investments.
We propose two competing hypotheses regarding how these cultural values affect the magnitude of the CSP-CFP relationship. The cultural value conformity hypothesis contends that the interactions between CSP and individualism/indulgence should have a negative effect on CFP whereas the interaction between CSP and long-term orientation should have a positive effect on CFP because high CSP is more aligned with social norms and expectations of stakeholders in accept and expect that power is distributed unequally). We do not raise hypotheses about these three cultural dimensions as they are less relevant to social perceptions about CSP. Uncertainty avoidance captures a society's tolerance for ambiguity but is not directly related to a society's emphases on fairness and long-term horizon. Masculinity concerns gender roles and power distance regards the relationships between individuals, which are not directly related to the distribution of resources within a society.
collective, long-term oriented countries which also practice restraint. Consequently, firms with high CSP tend to have high levels of organizational legitimacy in such countries and are more likely to be endorsed by stakeholders (Aldrich and Fiol 1994; Dowling and Pfeffer 1975; Suchman 1995) . On the contrary, the cultural value deviation hypothesis suggests that firms with high CSP are more likely to draw attention from stakeholders in individualistic, short-term oriented, and indulgent countries because stakeholders have a limited span of attention and are more likely to allocate attention to phenomena that deviate from their expectations (Bordalo, Gennaioli and Shleifer 2012; Floyd, Ramirez and Burgoon 1999; Kahneman 2011) . In other words, stakeholders in these types of countries do not anticipate firms to make substantial corporate social investments.
Those companies who do spend significant amounts of resources on CSP are more likely to stand out from other firms. Thus, high CSP is more likely to become a valuable resource that improves a firm's reputation and enhances a firm's financial performance.
To test these two alternative hypotheses, we use a sample of 3,347 firms from 34 countries and regions covered by the Thomson Reuters' ASSET4 dataset. We use Tobin's q to measure CFP as our theoretical interest is to show how social perceptions shaped by cultural values influence market valuation of firms' corporate social investments. We measure CSP using each firm's environmental performance score, social performance score, and an equal-weighted index of environmental and social performance scores from the ASSET4 dataset. Consistent with the cultural value conformity hypothesis, we find that the interactions between CSP and individualism/indulgence have a negative effect on CFP while the interaction between CSP and long-term orientation has a positive effect on CFP. Such findings highlight the importance of cultural values in influencing the valuation of a firm's CSP by the market. In countries which prioritize individualism and indulgence, stakeholders are more likely to perceive that corporate social investments are a form of wasted resources and attach lower premiums to high CSP firms.
In contrast, in countries which prioritize long-term orientation, stakeholders are more likely to perceive that socially responsible behavior is critical to a firm's long-run competitiveness and therefore grant higher premiums to firms with high CSP. Given that both CSP and CFP may be impacted by unobservable omitted variables, we employ an instrumental variable approach to address this endogeneity concern.
This study makes two main contributions. First, this study contributes to the existing CSP-CFP research paradigm by demonstrating the important contingency effect of cultural values.
Cultural values in a society are "the most central feature of culture" and express "shared conceptions of what is good and desirable in the culture" (Schwartz, 2006, p. 139 Second, this paper contributes to a growing line of research examining the influence of cultural values on economic outcomes. The role of culture in affecting economic exchanges has received attention in both experimental research designs (Chen et al. 2009 ) and in large scale empirical analyses (Chui, Lloyd and Kwok 2002; Guiso, Sapienza and Zingales 2003, 2009; Li et al. 2011 Li et al. , 2013 . Our findings suggest that when firms undertake strategic investments consistent with stakeholders' embedded cultural values, stakeholders are more likely to value such investments, leading to positive CFP. In contrast, when firms make investments that conflict with stakeholders' cultural values, these firms tend to have lower organizational legitimacy and such investments are less likely to be valued by stakeholders, translating into lower CFP.
The rest of this paper is organized as follows. We first describe existing research on the CSP-CFP relationship as well as on cultural values. We then develop our empirical hypothesesthe cultural value conformity and deviation hypotheses. Following that, we describe the data and present empirical tests of the moderating effects of cultural values on the CSP-CFP relationship.
We then present results from supplementary analyses. The paper concludes with a brief discussion of our findings.
II. BACKGROUND AND HYPOTHESES

Corporate Social Performance and Corporate Financial Performance
The debate on the relationship between CSP and CFP has been contentious. Friedman (1970) and other neoclassical economists argue that adopting environmental and social policies (high CSP) can be detrimental to shareholders' wealth and value. The underlying logic is that corporate social investments can be a form of agency cost -managers may make investments in corporate social responsibility to improve stakeholder relationships and to achieve their own objectives (Friedman 1970; Jensen 2002) . The agency costs associated with high CSP may exceed the benefits that stem from corporate social investments, leading to a competitive disadvantage and adversely affecting financial performance. In contrast, scholars adopting a stakeholder theory perspective argue that high CSP can translate into high CFP because managing relationships with stakeholders, in addition to shareholders, are conducive to hiring talented personnel, garnering employee and customer loyalty, and creating reputational capital, which are all critical to a company's competitive advantage and financial performance (Donaldson and Preston 1995; Freeman 1984) .
Empirical evidence regarding the CSP-CFP relationship is also mixed. Two meta-analyses studies (Margolis et al. 2009; Orlitzky et al. 2003 ) find a positive relationship between CSP and CFP. Nevertheless, some studies observe a negative or inconclusive relationship between CSP and CFP (Fogler and Nutt 1975; Frooman 1997; Griffin and Mahon 1997; Vance 1975) . Such mixed findings may be suggestive of either: (1) an unstable relationship between CSP and CFP, or (2) organizational and institutional factors that moderate the CSP-CFP relationship. Goll and Rasheed (2004) , for example, find that CSP exerts a stronger effect on CFP when the external environment is highly dynamic and munificent.
Cultural Values
Culture is a foundational institution of societies and represents systems of values and beliefs that support specific formal and informal institutions (North 1990; Williamson 2000) . The individualism cultural dimension emphasizes a loosely knit social framework in which individuals are expected to pursue their own interests whereas collectivism, the polar opposite of individualism, emphasizes the importance of working for group interests and achieving harmony.
Individualism has been argued to be the important dimension of Hofstede's cultural framework (Triandis 2001) . In individualistic societies, personal achievements and individual rights are prioritized whereas in in collectivist societies, individuals act primarily as members of lifelong and cohesive groups. In other words, individuals are not anticipated to pay much attention to other people in highly individualistic societies while individuals are expected to take into consideration group interests in highly collectivistic societies. Thus, in individualistic societies, unequal distribution of wealth is deemed appropriate while in collectivistic societies, egalitarianism is espoused.
The long-term orientation cultural dimension suggests that a society attaches much importance on the future whereas the short-term orientation cultural dimension implies that a society pays more attention to the past and the present. Long-term oriented societies are 2 Hofstede developed his original model using factor analysis to examine the results of a world-wide survey of employee values at IBM (International Business Machines) in the 1960s and 1970s. The theory was one of the first which could be used to quantify and explain the observed differences between cultures. It has inspired a number of other cross-cultural studies of values and continues to be a major resource in cross-cultural fields. As such, Hofstede's model is used in this paper.
characterized by high levels of patience and willingness to save for the future whilst short-term oriented societies appreciate fast results and have little willingness to wait for future outcomes.
Therefore, long-term oriented societies, as compared with short-term oriented societies, are more inclined to conserve.
The indulgence-restraint dimension is a cultural dimension recently added to the Hofstede cultural framework (Hofstede et al. 2010) . Indulgent societies tend to allow relatively free gratification of natural human desires with respect to enjoying life and having fun whereas restraint societies are more prone to believe that such gratification should be curbed and regulated by strict norms. In this regard, indulgent societies are less likely to give up pleasures for the sake of saving the environment.
Departing from the cited studies examining the direct influence of cultural values, this paper conceptualizes three Hofstede cultural value dimensions as contingency factors that interact with CSP to affect CFP. Building on organizational legitimacy and salience in social judgment research, we propose two alternative hypotheses that explain the moderating effects of these two cultural value dimensions on the CSP-CFP relationship.
The Cultural Value Conformity Hypothesis
The cultural value conformity hypothesis contends that the interactions between CSP and individualism/indulgence should have a negative effect on CFP while the interaction between CSP and long-term orientation should have a positive effect on CFP. These proposed effects stem from the assertion that firms with high CSP tend to have lower levels of organizational legitimacy in individualistic and indulgent cultures but higher levels of organizational legitimacy in long-term orientation cultures. Organizational legitimacy stems from congruence between the organization and its cultural environment (Suchman 1995 
III. SAMPLE SELECTION AND VARIABLES
Sample Selection
Our primary data source is Thomson Reuters' ASSET4. Founded in 2003 in Switzerland, ASSET4
is a leading provider of objective, comparable and systematic information that offers professional investors and corporations with the world's largest database of environmental, social, and governance (ESG) information. ASSET4 employs over 100 analysts to collect relevant, comparable and up-to-date information. The ASSET4 ESG ratings are equally weighted assessments of company performance based on over 250 key performance indicators. These ratings are standardized and normalized to position the score between 0% and 100%. Annually, more than 750 data points are used as inputs to a default equalweighted framework to calculate more than 280 key performance indicators (KPIs). The overall ESG performance score can be further organized into 18 categories under four pillars: (1) environmental performance score, which includes resource reduction, emission reduction and product innovation; (2) social performance score, which considers employment quality, health and safety, training and development, diversity, human rights, community, and product responsibility; (3) corporate governance score, which addresses board structure, compensation policy, board functions, shareholder rights, vision and strategy; and (4) economic performance score, which considers client loyalty, performance, and shareholder loyalty. A firm receives a z-score in each year t for each of the four pillars by benchmarking its performance against the rest of the firms based on the information available in fiscal year t- 
Variables
Measures of CSP and CFP
Three proxies are used to measure corporate social performance. The first measure is a composite CSP index. Following Ioannou and Serafeim (2012), we use the annual environmental and social scores to create a composite CSP index. We exclude annual economic and corporate governance scores because these two pillars do not bear direct relationship with CSP. Because we do not have theoretical guidance regarding the weights of the environmental and social scores to create the CSP index, we follow convention and assign equal weights to the two pillars (Hillman and Keim 2001; Waddock and Graves 1997). The variable "CSP index" is thus an equally weighted average of the environmental and social pillars of ASSET4 for the focal firm for each year in the panel dataset. We also use the two pillars independently to measure CSP: environmental performance score (environmental) and social performance score (social). Detailed descriptions of the components of these two scores are presented in Appendix A.
We measure firm value using Tobin's q. Tobin's q has been widely used in finance and accounting to proxy for firm valuation (Lang, Lins and Miller 2004; Lewellen and Badrinath 1997) and as an indicator of intangible value in economics (Lindenberg and Ross 1981). Tobin's q is defined as (book value of assets + (market value of equity -book value of equity))/book value of assets.
Measures of Culture
The three measures of national cultural values that we use in our study are Hofstede's (1980 Hofstede's ( , 2001 Hofstede's ( , 2010 
Other Variables of Interest
We include a number of firm-level variables that can affect CFP. 
IV. EMPIRICAL METHODS
After matching all the variables used in our study, we have firms from 34 different countries. At the firm level, we have over 3,000 firms. Given the multilevel data structure (with culture being a country-level variable and CSP/CFP being firm-specific variables), it is important to distinguish the effects at the country level from those at the individual firm level, to understand We pre-process the data to decompose the country-and firm-level variance in firm financial performance (Li et al. 2013) . For country-level variables, we center by their grand means (averaged across countries) with every transformed variable having a mean of zero. We add the suffix "_ctry" to denote these variables. For firm-level variables, we center by their grand means (averaged across firms and countries), with these transformed variables also having a mean of zero.
Afterwards, we create country-level mean values (averaged within a country) on these grandmean-centered variables and add the suffix "_ctrymean". Lastly, we create within-country residuals by taking the grand-mean adjusted variables and subtracting the corresponding withincountry means. These firm-level deviations from their corresponding country-level means are named by adding the suffix "_firmdev".
Such a treatment of data has the following advantages (Li et al. 2011 (Li et al. , 2013 . By centering within-country variables (varying by firm) and adding country-level means, we are able to separate the between-country covariance from the within-country covariance. Moreover, this decomposition helps examine the potentially distinct effects of firm characteristics at the individual firm-and average country-level. In addition, mean-centered independent variables enable more efficient estimation and interpretation of interactions.
To explore the interaction effect of cultural values and CSP on CFP, we regress CFP measures on variables that capture firm characteristics and country-level cultural values. The HLM specification is shown as following, with the intercept term  set as a random coefficient: Table 2 , Panel A we find that the coefficient estimate of the CSP measure "_firmdev" is negative and statistically significant for all three CSP proxies (-0.137 for CSP index, -0.006 for environmental score, -0.009 for social score), while the coefficient estimate of the CSP measure "_ctrymean" is positive and statistically significant (0.191 for CSP index, 0.012 for environmental score, 0.012 for social score). Such a finding suggests that at the country level, high CSP is positively associated with Tobin's q, but that a firm's deviation above the country-level average CSP is negatively associated with Tobin's q. The interactions between individualism and all three CSP measures (CSP index, environmental performance, and social performance) are all negative and statistically significant (-0.006 for CSP index, -0.000 for environmental score, and -0.000 for social score), lending support to Hypothesis 1a. In terms of economic magnitude, when the CSP index takes its 50th percentile value, a firm's Tobin's q will decrease around 6% when individualism increases from its 25th percentile value to its 75th percentile value. for social performance), lending support to Hypothesis 1b. The economic significance is also noteworthy: when the CSP index takes its 50th percentile value, a firm's Tobin's q will increase around 6% when long-term orientation moves from its 25th percentile value to its 75th percentile value. Table 2 , Panel C reports interactions between indulgence and the three CSP measures. We find statistically significant negative interactions between indulgence and all three CSP measures (-0.007 for CSP index, -0.000 for environmental score, and -0.000 for social score), supporting Hypothesis 1c. In terms of economic magnitude, when the CSP index takes its 50th percentile value, a firm's Tobin's q will decrease around 5% when indulgence increases from its 25th percentile value to its 75th percentile value.
In summary, results from Table 2 suggest that the interactions between individualism/indulgence and CSP exert a negative influence on firm value whereas the interactions between long-term orientation and CSP measures exert a positive influence on firm value, supporting the cultural value conformity hypothesis. These findings collectively indicate that stakeholders in individualistic and indulgent cultures are more likely to perceive that CSP is a form of agency cost and a waste of shareholders' resources and thus discount the value of such corporate investments. In contrast, in long-term orientation cultures, because stakeholders are more focused on long-term time horizons, they are more likely to have a positive perception of CSP, thereby granting higher premiums to corporate social investments. 
Other Robustness Checks
In addition to instrumental variable regressions, we also carry out the following two additional robustness checks. First, we use two alternative firm performance measures -annual stock returns and return on assets (ROA) as dependent variables. These results are reported in Table 4 . With stock return as the dependent variable, we find results consistent with those reported in Table 2 and Table 3 for individualism and long-term orientation. More specifically, the interaction between the CSP index and individualism is statistically negative (-0.001) while the interaction between the CSP index and long-term orientation is statistically positive (0.001).
Inconsistent with previous findings, the interaction between the CSP index and indulgence is statistically positive (0.002). We do not find any significant interaction effects between the three cultural values and CSP with ROA as the dependent variable. Such findings suggest that the interaction effects between cultural values and CSP is more salient as to how investors evaluate a firm than on firm accounting performance.
Second, to verify that our results are not driven by the one year time lag between a CSP performance score in year t reflecting a firm's corresponding CSP investment in year t-1, we lag our dependent variables by two years instead of one year. We find similar results to those reported in Table 2 . Third, Kreft (1996) suggests that there needs to be at least 30 observations per group in HLM models. As the number of firm-year observations for some countries is less than 30 in our dataset, we re-examine our hypotheses without including these countries and find similar results.
VII. CONCLUSION
Using three of Hofstede's cultural value dimensions -individualism, long-term orientation, and indulgence -to proxy for country level cultural values, we investigate how firm financial performance is affected by corporate social performance initiatives and national cultural values.
Based on a sample of 3,347 firms from 34 countries, we find that the interactions between CSP measures and individualism/indulgence negatively affect firm value whereas the interactions between CSP measures and long-term orientation positively impact firm value.
The impact of CSP initiatives on corporate financial performance has been contentious, from both a theoretical perspective and from related empirical evidence. While Friedman (1970) and other neoclassical economists would argue that adopting environmental and social policies can be detrimental to shareholders' wealth and value, other scholars adopting a stakeholder theory perspective would argue that high CSP can translate into high CFP because managing relationships with stakeholders, in addition to shareholders, are conducive to building a company's competitive advantage (Donaldson & Preston, 1995; Freeman, 1984) .
We provide strong empirical support for a cultural value conformity hypothesis, whereby Using HLM analysis, we also provide evidence suggesting that at the country level, high CSP is positively associated with firm performance, but that a firm's deviation from average country-level CSP is negatively associated with firm performance. These findings are important and should be of interest to companies, when deciding which strategic CSP investments to make, and to researchers, who to date have not been able to reach consensus on whether CSP investments are beneficial or detrimental to firm financial performance. 
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APPENDIX A. Description of Asset4 Categories
Category Description Environmental Performance Pillar The environmental pillar measures a company's impact on living and non-living natural systems, including the air, land and water, as well as complete ecosystems. It reflects how well a company uses best management practices to avoid environmental risks and capitalize on environmental opportunities in order to generate long term shareholder value.
Emission Reduction
The emission reduction category measures a company's management commitment and effectiveness towards reducing environmental emission in the production and operational processes. It reflects a company's capacity to reduce air emissions (greenhouse gases, F-gases, ozone-depleting substances, NOx and SOx, etc.), waste, hazardous waste, water discharges, spills or its impacts on biodiversity and to partner with environmental organisations to reduce the environmental impact of the company in the local or broader community.
Product Innovation
The product innovation category measures a company's management commitment and effectiveness towards supporting the research and development of eco-efficient products or services. It reflects a company's capacity to reduce the environmental costs and burdens for its customers, and thereby creating new market opportunities through new environmental technologies and processes or eco-designed, dematerialized products with extended durability.
Resource Reduction
The resource reduction category measures a company's management commitment and effectiveness towards achieving an efficient use of natural resources in the production process. It reflects a company's capacity to reduce the use of materials, energy or water, and to find more eco-efficient solutions by improving supply chain management.
Social Performance Pillar
The social pillar measures a company's capacity to generate trust and loyalty with its workforce, customers and society, through its use of best management practices. It is a reflection of the company's reputation and the health of its license to operate, which are key factors in determining its ability to generate long term shareholder value.
Customer /Product Responsibility The customer/product responsibility category measures a company's management commitment and effectiveness towards creating value-added products and services upholding the customer's security. It reflects a company's capacity to maintain its license to operate by producing quality goods and services integrating the customer's health and safety, and preserving its integrity and privacy also through accurate product information and labelling.
Society /Community
The society/community category measures a company's management commitment and effectiveness towards maintaining the company's reputation within the general community (local, national and global). It reflects a company's capacity to maintain its license to operate by being a good citizen (donations of cash, goods or staff time, etc.), protecting public health (avoidance of industrial accidents, etc.) and respecting business ethics (avoiding bribery and corruption, etc.).
Society /Human Rights
The society/human rights category measures a company's management commitment and effectiveness towards respecting the fundamental human rights conventions. It reflects a company's capacity to maintain its license to operate by guaranteeing the freedom of association and excluding child, forced or compulsory labour.
Workforce /Diversity and Opportunity
The workforce/diversity and opportunity category measures a company's management commitment and effectiveness towards maintaining diversity and equal opportunities in its workforce. It reflects a company's capacity to increase its workforce loyalty and productivity by promoting an effective life-work balance, a family friendly environment and equal opportunities regardless of gender, age, ethnicity, religion or sexual orientation.
Category Description Workforce /Employment Quality
The workforce/employment quality category measures a company's management commitment and effectiveness towards providing high-quality employment benefits and job conditions. It reflects a company's capacity to increase its workforce loyalty and productivity by distributing rewarding and fair employment benefits, and by focusing on long-term employment growth and stability by promoting from within, avoiding lay-offs and maintaining relations with trade unions. Workforce /Health & Safety
The workforce/health & safety category measures a company's management commitment and effectiveness towards providing a healthy and safe workplace. It reflects a company's capacity to increase its workforce loyalty and productivity by integrating into its day-to-day operations a concern for the physical and mental health, well-being and stress level of all employees.
Workforce /Training and Development
The workforce/training and development category measures a company's management commitment and effectiveness towards providing training and development (education) for its workforce. It reflects a company's capacity to increase its intellectual capital, workforce loyalty and productivity by developing the workforce's skills, competences, employability and careers in an entrepreneurial environment. Closely held shares The ratio of shares held by insiders to total shares outstanding. For Japanese firms, it represents the ratio of holdings by the 10 largest shareholders to total shares outstanding.
Appendix B. Variable Definitions and Data Sources
World Scope
CSP index
The equally weighted average of two ASSET4 pillars -environmental and social performance scores. These ratings are z-scored.
ASSET4
Environmental performance score A measure of emission reduction, product innovation, and resource reduction. It is an equally weighted computer calculation of relative company performance, the benchmark being the ASSET4 company universe. These ratings are z-scored and normalized to position the score between 0% and 100%.(see Appendix A for further details)
Firm size Natural logarithm of total assets. World Scope Return on assets (ROA) (Net income before preferred dividends + ((interest expense on debt -interest capitalized)*(1-tax rate))/Average of last year's and current year's total assets.
World Scope
Social performance score A measure of customer/product responsibility, society/community, society/human rights, workforce/diversity and opportunity, workforce/employment quality, workforce/health & safety, and workforce/training and development (see Appendix A for further details) It is an equally weighted computer calculation of relative company performance, the benchmark being the ASSET4 company universe. These ratings are z-scored and normalized to position the score between 0% and 100%. (see Appendix A for further details)
ASSET4
Stock returns (Stock price at end of December + dividends -stock price at beginning of January)/stock price at beginning of January.
World Scope
Tobin's q Book value of assets + (market value of equity -book value of equity))/book value of assets. World Scope An index aggregating creditor rights, following La Porta, Lopez-de-Silanes, Shleifer, and Vishny (1998). A score of one is assigned when each of the following rights of secured lenders are defined in laws and regulations: first, there are restrictions, such as creditor consent or minimum dividends, for a debtor to file for reorganization. Second, secured creditors are able to seize their collateral after the reorganization petition is approved i.e. there is no automatic stay or asset freeze. Third, secured creditors are paid first out of the proceeds of liquidating a bankrupt firm, as opposed to other creditors such as government or workers. Finally, if management does not retain administration of its property pending the resolution of the reorganization. The index ranges from 0 (weak creditor rights) to 4 (strong creditor rights) and is constructed as at January for every year from 1978 to 2003.
Djankov et al.
Ethnic fractionalization The probability that two randomly selected individuals from a population belong to different ethnic groups.
Alesina et al. (2003) GDP growth rate
Annual GDP growth rate (%). World Bank GINI index A measure of statistical dispersion intended to represent the income distribution of a nation's residents. The coefficient varies from 0, which reflects complete equality and 100, which indicates complete inequality (one person has all the income or consumption, all others have none). It is the most commonly used measure of inequality.
World Bank Individualism Individualism scores; with low scores representing low individualism (high collectivism) and high scores representing high individualism (low collectivism).
Hofstede (2010)
Indulgence Indulgence scores; with low scores representing high restraint (low indulgence) and high scores representing low restraint (high indulgence).
Hofstede (2010) Long-term orientation Long-term orientation; with low scores representing short-term orientation and high scores representing long-term orientation.
Hofstede ( 
